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TSINGTAO BREWERY COMPANY LIMITED
CONDENSED CONSOLIDATED INTERIM BALANCE SHEET

AS AT 30 JUNE 20067

ASSETS

Non-current assets
Property, plant and equipmemt
Leusehold land and land use rights
Prepayment for land use rights
Intangible assets
Interest in associwtes
Deferred income tax assels
Other long-term assets

Tuetal non-current assets

Current assets
Inventaries
Trade receivables
Bills receivable
Deposits, prepayments and other receivables
Pledged bunk deposits
Cash and cash equivalents

Total current assets

Total assets

EQUITY
Capital and reserves attributable to the
Company’s sharehalders
Shure cupital
Other reserves
Retained earnings
— Proposed final dividend
— Others

Minority interests

Total equity

30 June 31 December

2007 2006

Nore RMB 000 RMB 000
(Unaudited}

7 5,205,250 5,098,594

6 666,860 676,759

17,442 17,442

&8 224,679 232,493

13,442 18,576

71029 70,813

11,393 27,258

6,230,495 6,141,935

9 1,791,815 1,641,319

10 100,102 101,180

22,458 44,979

535830 415,803

21,385 19,524

16 2,262,578 1,213,243

4,734,568 3.436,048

10,965,063 9,577,983

1 1,308,219 1.308.21%
12 3,604,723 3,796,626
— 287.808

395.265 (145,224)
5,308,207 5.247.429
475,217 452,294
5,783,424 5,699,723
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TSINGTAO BREWERY COMPANY LIMITED
CONDENSED CONSOLIDATED INTERIM BALANCE SHEET (Cont’d)

AS AT 30 JUNE 2007

30 June 31 December
2007 2006
Note RMB 000 RMB'000
{Unaudited)
LIABILITIES
Non-current linbilities
Borrowings 13 103,214 53.259
Derivative linancial instruments I4 6,265 3,749
Deferred income tax liabilities 16,602 i6,448
Long-term loan due to a shareholder 116,905 713
Finance lease liabilities 9.617 —
Other financial liabilitics 31.800 31.800
Total nen-current liahilities 284,403 222,387
Current liabilities
Trade payables 15 488,970 794.675
Bills payable 16 384,138 250,117
Accruals and other payables 2,332,138 1,766,404
Deposits and advance lrom customers 145,513 191.662
Taxes payable 92,753 51,106
Dividends payuable 22 287,808 —
Borrowings i3 621.470 599.745
Current pottion of long-term bank loans 13 1,882 2,164
Current portion of finance lease liabilities 2.564 _
Total current liabilities 4,897,236 1,655.873
Total liabilities 5,181.639 3,878,260
Total equity and liabilities 10,965,063 9.577.98)
Net current liabilities (162,668) (219.815)
Tatal assets less current liabilities 6.067.827 5422110

The notes on pages 7 10 27 form an integral par of these condensed interim financial information.
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TSINGTAO BREWERY COMPANY LIMITED
CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT

FOR THE SIX MONTHS ENDED 30 IUNE 2007

Sales

Cost of goods sold

Gross profit

Other gains (net)

Selling and marketing costs
Administrative expenses
Other operating loss

Operating profit

Finunce costs
Share of gainf(loss) of associates

Profit before income tax
Income tax expense

Profit for the half-year

Attributable to:
— Shareholders of the Company
— Minority interests

Earnings per share for profit attributable to the
Shareholders of the Company during the
period (expressed in RMB per share)

— Basic and dituted

Dividends

Nate

18

17
i3
18

19

20

21

22

Six months ended 30 June

007 2006
RMEB 000 RMB'000
(Unaudited) {Unaudited)

6,833,519 5.767.651
(4,688,514) (3,963,369)
2,145,005 1,804,282
47,520 42,345

(1.336,273) (1.066,109)
(270,816) (372.563)
(40,232) (35.103)
545,204 372,552
(11,416) (16.020)
104 (575)
534,192 355,957
(151,252) (112.978)
382,940 242,979
347,573 212,743
35,367 30,236
382,940 242,979

RMB per share  RMB per share

0.266 0.163

287,808 209,315

The notes on pages 7 to 27 form an integral part of these condensed imerim financial information,
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TSINGTAO BREWERY COMPANY LIMITED
CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2007

Halance ai | January 2006,
as previously reported

Opening adjusiments for the
accounting pelicy change {nofe 3}

Balance at | January 2006, a5 restated

Adjustients to appeopriations
Dividends declared

Prafit for the period
Translation differznce

Others

Balance ai 3¢ June 2006, as restated

Balance a1 | January 2007,
a5 previowsty reported

Opening adjusiments for the accounting
policy change {note 3}

Balance a1 | January 2007, as restated

Adjustments 10 appropriations

Dividends declared

Profil for the period

Capita) coninbetion from
minerity sharcholders

Translation difference

Onhers

Balance at 30 June 2007

{Unaudited)

Attributable to shareholders of the Company

(Accumulated
Preposed lasses)/
Share iher Final Retained Minority Total
capital reserves divideods earnings Total interests equity
{Nare 12/
RMB'00Q RMB'000 RMB 000 RME 000 RMB'000 R B 000 RALB 000
1.308.219 3673572 ploRIL {14,118 4,936,390 §76,6%6 5533076
- (209,576} — 209,576 - - —
1,308.21% 3.461,9% 209,318 (25,140) 4,956,390 576,656 5533076
— 371,492 - (31.492) - - -
- - (209, 313) - 209,315) (53,541 (262,856)
_ — - 212,743 12319 30,236 24294
- 10 - - 10 — 0
_ - - — am (647) (642)
1,308,219 3,502,203 - 150.111 4,960,538 552,734 551321
1,308,219 3,196,626 287.808 (145224 5137429 452,294 5,699,723
- (236,203) - 236,201 — — —
1,308,219 3560413 287,808 99,979 5247429 452,24 5,699,723
- 43,287 - (4,280 - - -
- - {257,804) - (287,808) 129,00%) (36817
- — — YR YE] HT.573 15,367 382540
— — — - - 15,703 15,703
- 1,013 - - Lo — 1013
— — —_ - —_ 862 K6l
1,308,219 3604723 — 395,265 §.308.207 415,211 5785424

The notes on pages 7 to 27 form an integral part of these condensed interim financial information.
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TSINGTAO BREWERY COMPANY LIMITED
CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT

FOR THE SIX MONTHS ENDED 30 TUNE 2007

Six months ended 30 June

2007 2006
RMB 000 RMB'000
{Unaudited) {Unaudited)
Cash flows from operating activities
Cash gencrated from operations 1.484.621 1,384,669
Income tax paid (112,587) (126,369)
Interest received 9,440 8.630
Cash generated from opernting activities — net 1,381,474 1,266,930
Cash flows from investing activities
Purchase of property. plant and equipment,
construction-in-progress and intangible assets (385.96%) (350.018)
Proceeds from sales of propeny, plant and equipment 8,816 4.545
Proceeds from sales of leaschold land and tand wse rights 12,000 —
Decrease/(increase) in short-term bank deposits
and pledged bank deposits {1.861} 52,479
Dividend received —_ 4915
Cash received/{paid) from derivative financial instrements (75} 2987
Cash flows from investing activities — net (367,079} (285.092)
1,014,395 981.838
Cash flowys from finuncing activities
Proceeds from borrowings 318,947 231,142
Repuyment of borrowings (236,877) (428,905)
Contribution from minority sharcholders — 15,703
Interest paid (17,169) (22,571)
Dividends paid 1o minority sharcholders (28,432) (54.321)
Cash flows from financing activities — net 36,469 (258.952)
Net increase in cash and cash equivalents 1,050,864 722.886
Cash und cash equivalents at the start of period 1,213,243 1,248,291
Exchange (losses)/gains on cash and cosh equivalents (1.52%) 889
Cash and cash equivalents at the end of period 2,262,578 1,972,066

The notes on pages 7 to 27 form an integral part of these condensed interim financial information.
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TSINGTAO BREWERY COMPANY LIMITED
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

FOR THE SIX MONTHS ENDED 30 JUNE 2007

1.

7

GENERAL INFORMATION

Tsingtao Brewery Company Limited (the “Company™) was established in the People’s Republic of China
{the *PRC™) on 16 Jupe 1993. 1t abiained a business license as a Sino-foreign joint steck company on 27
December 1995. Tts H shares have been listed on the Main Board of The Steck Exchange of Hong Kong
Limited since 15 July 1993 and its A shares have been listed on the Shanghui Stock Exchange since 27
August 1993,

The Company and its subsidiaries (collectively referred to as the “Group™) are principally engaged in the
production and distribution of beer products. The Company’s regisiered address is Tsingtao Beer Tower,
May Fourth Square, Hong Kong Zheng Roud. Qingdao, the PRC.

These condensed consolidated financial information was approved for issue by the Board of Directors on
27 August 2007.

The English names of some of the companies referred to in the financial statements represent vnofficial
translation of their registered Chinese names by management and these English numes have not been
tegally adopted by thesc entities.

BASIS OF PREPARATION

This condensed consolidated interim financial information for the six months ended 30 June 2007 has been
prepared in accordance with HKAS 34, ‘Interim financial reporting”. The interim condensed financial
report should be rexd in conjunction with the annual financial statements for the year ended 31 December
2006.

ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual financial stalements for the year
ended 31 December 2006 as described in the annual financial statements for the year ended 31 December
2006, except the accounting policy for the determination of the surplus reserve in consolidated balance
sheet and statement of changes in equity as disclosed below:

During the period ended 30 June 2007, the Group changed its policy for reserve appropriation that share of
profits from subsidiaries after reserve appropriations would not be subject to reserve appropriation at
Company tevel. As a result of such change, the Group restated its reserve balances of prior years retroactively.

The effect of such change in current period is shown below:

As at 30 June 2007

RMB’000

{Unaudited)

Increase in retained earnings brought forward 236,203
Decrease in surplus reserve (236,203)

The following new standards, amendments to standards and imerpretations are mandatery for financial year
ending 31 December 2007,

«  HK(IFRIC)-Int 10, Interim Finuaneial Reporting and !mpairment {effective for annual periods beginning
on or after | November 2006). HK{FRIC)-Int 10 prohibits the impairmens losses recogniscd in an
interim period on goodwill, investments in equity instruments and invesiments in financial assets
carried at cost to be reversed at a subscquent balance sheet date. The Group has followed the
requirements of this interpretation note.
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3. ACCOUNTING POLICIES (CONT'D)

*  HKFRS 7, “Financial instruments; Disclosures”, effective for annual periods beginning on or after 1
Januury 2007, HKAS 1, "Amendments to capital disclosures”™, effect for annuul periods beginning on
or after | January 2007. The Group assessed the impact of HKFRS 7 and the amendment to HKAS 1
and concluded that the main additional disclosures will be the sensitivity analysis to market risk and
capital disclosures required by the amendment of HKAS 1.

The following interpretations have been published that are mandatory for financial year ending 31 December
2007 bul are not relevant 10 the Group's operations:

*  HK(IFRIC)-Int1 8, Scope of HKFRS 2 (effective for annual periods beginning on or after 1 May 2006).
HK(IFRIC)-Int 8 requires consideration of transactions involving the issuance of equity instruments
— where the identifiable consideration received is less than the fair value of the equity instruments
issued — 1o establish whether or not they full within the scope of HKFRS 2. Management do not
expect this interpretation to have any impact on the Group:

«  HK(IRFIC}-Int 7, Applying the Restutement Approach under HKAS 29, Financial Reperting in
Hyperinflationary Economics (effective from | March 2006}, HK(IFRIC)~Int 7 provides guidance on
how to apply requirements of HKAS 29 in a reporting period in which an entity identifies the existence
of hyperinflation in the economy of its functional Currency, when the ecenomy was not hyperinflationary
in the prior period. As none of the group entities have a currency of a hyperinflationary economy as its
functienal eurrency, HK{FRIC)-1nt 7 is not relevant to the Group™s operations; und

. HE{IFRIC)-Int1 9, Reassessment of embedded derivatives (effective for annual periods beginning on or
after | June 2006). HK{IFRIC)-Int 9 requires an entity to assess whether an embedded derivative is
required to be separated from the host contract and accounted for as a derivative when the entity first
becomes a party to the contracl. Subsequent reassessment is prohibited unless there is a change in the
terms of the contract that significantly modifies the cash flows that otherwise would be required under
the contract, in which cuse reassessment if required. As none of the group entilies have changed Lthe
terms of their contracts, HK(IFRIC)-Int 9 is not relevant 1o the Group’s operations.

The following new siandards. amendment to the standards and interpretation have been issued but are not
effective for 2007 and have not been early adopied:

*  HK(FRIC)-Int 11 — IFRS2, Group and Treasury Share Transuction (effective for annual periods
beginning on or after 1 March 2007). IFRIC-Int 11 provides guidance on the how 1o apply requirements
of IFRS 2 when involving the equity instruments of the parent or subsidiaries and when involving the
purchase of the entity’s own eyuity instrument from third parties. HK(IFRIC)-Int 11 does not have
material impact on the Group's operation:

*«  HK{FRIC)-Int 12, Service Concession Arrangements (effective Tor annual periods beginning on or
after | January 2008) which gives guidance on the accounting by operation for public-to-private
service concession arrangement. As the Group does not eagage into such operations, HK(IFRIC)-Int
12 is not relevant to the Group’s operation;

«  HKFRSS, Operning Segments {effective for annual periods beginning on or after | January 2009)
supersedes HKAS 14, Segment Reporting and requires the reporting of financial and descriptive
information about an entity’s reportable segments on the basis of internal reports that are regularly
reviewed by its management. The Group is »till in the process to assess the impact of HKFRS 8. The
Group will apply HKFRS 8 fram 1 January 2009; and

= Amendment to HKAS 23, “Borrowing costs™ (effective for annual periods beginning on or after |
January 2009). The revised HKAS 23 requires management 10 capitalize borrowing costs aftributable
to qualifying asscts. Qualifying assets are ussets that take a substantial time to get ready for their
intended use or sale. The Group is still in the process to assess the impact of HKAS 23, however
currently the directors arc of the view that the revised HKAS 23 will not have material impact to the
Group as the Group has already adopted the alternative approzch under existing HKAS 23 which is
similar to the revised HKAS 23, The group will apply HKAS 23 from | January 2009,

Interim Repor1 2007 8




4. SEGMENT INFORMATION

9

(a) Primary reporting format — geographical segment

The Group’s operating activities arc mainly conducted in the PRC, An analysis by geographical segment

is as follows:

(Unaudited)
Six months ended 30 June 2007
Other
{ingdao Shazdong Huabei Huaran
Region Regions Region Region Overseas  Eliminations Consolidated
RMB'000 RMB'008 RMB 000 RUB'80} RME 000 RMB000 RMB 200
(Note af
Turaover
External sales 1686654 531,298 1429490 1,010,231 175,79% - 6,833,519
Inter-segment sales 86,749 §56.15¢ 97380 1,139 18.668 (843216 -
1713.403 1,090,488 1.516,87¢ 2,051,520 134,464 (K43,216) 6333519
Resulls
Segment resulls 101,500 38,683 11.2% 256910 31,056 - STLT4
Unallocated expenses, net {26.544)
Operating profit 545.24
Fraance costs {11,416)
Share of loss of associates an — - - - — 104
Profit before Income tax 33,191
Income tax expense (151,154
Profit for the ball-year 382,540
Other informatien
Depreciation 31517 11,641 61760 103,825 351 - 251096
Amonisation 1,646 1478 4,262 3355 9 — 10.960
Property, plant and equipment
impairment losses - - 50,000 206 - - 30,206
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4. SEGMENT INFORMATION (CONT'D)

(3) Primary reporting format — geographical segment {Cont*d)

{Unavdired)
Six months ended 30 lune 2006
Other
Qingdzo Shandong Huabet Huoanan
Region Regions Region Region Ovetseas  Eliminations  Conselidated
RMED00 RMB000 RMB 060 RMB000 RMB'000 RMB00G RMB'000
{Nare a)
Turnever
Erternal sales 2,009,333 537,198 1,435,848 1,634,137 151.135 - 5,761,651
Inter-segment sales 11354 M5 51,358 18,289 - (489.516) -
2,087,187 879,513 1,487,206 1.652,426 151133 (439.816) 5,767,651
Results
Segment reselis 239,611 13923 51845 99,663 42,027 - 48,074
Unatlocated expenses, net (75,522}
Operating profit 372,552
Finance costs (16,020)
Share of losses of associales {575) - — — - — {375)
Prefit before income tax 355,957
[ncome tax expense (112.978)
Profit for the half-year 42979
Other information
Depreciation .86 33503 54,552 118,400 40 — 350,031
Amortisation 1825 1,583 kN 5.186 - — 13,351
Property. planl and eqeipment
impairment lovses 5.260 16,515 14442 21,496 - — 57023
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4.

SEGMENT INFORMATION (CONT’D)

(a)} Primary reporting format — geographical segment {Cont'd)

{b

futerim Report 2007

-

Assets

Segment assets
Intezesis in associates
Unallocated assets

Liabilities
Segmenl liabilities
Unallocated liabilities

Capital expenditore

Assels

Segment assels
loterests in associates
Unallocated assets

Liabilities
Segmet liabilities
Unallocated Jiabilities

Capitat expenditure

— for the six months ended

30 June 2006

Note a:

(Unaudited)
As at 30 June 2007
Qther

Qingdao Shandong Huabei Huanan
Region Regions Region Region Overseas  Fliminations  Consolidated
RMB'600 RMB'000 RMB 009 RMB 006 RME"008 RMB000 RMB'G00

[Note a)
6.170,454 1,507,427 1,395,994 5.122,698 — (34484 9,171,139
B4 - - - - - Baan
1,159,482
10,965,063
1.140,701 355801 82161 2,516,777 — (1,340,652 5.514,788
1,666,851
5,181,659
83.162 100,181 69,195 134,198 563 - 437,29
As at 3 Dec 2006
Other

Qingdao Shandong Huabei Huanan
Region Regions Region Region Overseas  Eliminations  Consolidated
RMB'000 RMB000 RME'00G RMB000 RMB"000 RMB'00¢ RMB'000

{Note a)

5812330 1.696.896 2126120 3,116,957 —  (6224860) 8627443
18.576 - - — - - 18,576
931,964
9.571.983
031217 TELI30 793.028 2.579.69 — {18206 282390
1.054.489
3.878.260
68.711 17082 212,059 51.462 1,257 - 155,576

The segment represents sales of goods to regions (including Hong Kong) out of the PRC through the

Group’s overseas subsidiary or the Group’s PRC branches and subsidiaries established for overseas
sules, Separable segment assets and Jiabilities are insignificant (¢ the Group as a whole.

Secondary reporting format — business segment

The Group is mainly engaged in the production and disiribution of beer products. Accordingly. no
analysis of business segment information is provided.




5. CAPITAL EXPENDITURE

Six months ended 30 June 2006

Opening net book nmount at 1 January 2006
Additions

Disposals

Depreciation and amortisation

Impairment

Closing net book amount at 30 June 2006

Six months ended 30 June 2007

Opening net book amount at | January 2007
Additions

Disposals

Depreciation and amortisation

Impairment

Clasing net book amount at 30 June 2007

LEASEHOLD LAND AND LAND USE RIGHTS

Opening
Additions
Amortisation
Disposals

Tungible and
intangible assets
RMEB'000
(Unaudited)

6,303,649
355,576
(20,366)

(263.382)
(57.723)

6,317,754

6.007,846

487.299
(78.093)
{262,056)
(58,207)

6,096,789

As al
30 June 3§ December
2007 2006
RMB'000 RMB'000

{Unaudited)

676,759 660,197

194 40,876
(8,353) (22,438}
(1,740) {1.876})

666,860 676,759

As al 30 June 2007, the operating facilities of certain subsidiaries of the Group were located on parcels of
allocated lund ("Allocated Lands™) owned by certain local municipal governaments, The carrying values of
the associated buildings and facilitics constructed thereon were approximately RMB96,155,000 (31 December
2006: RMBY97,945,000). The Company’s directors consider that there is no significant adverse impact on
the vpeeations of the Group and accordingly, no provision for impairment loss is considered necessary.
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7.

13

PROPERTY, PLANT AND EQUIPMENT

The movements in property. plant and equipment are as follows:

ALY Jannary 206

Cost

Accumulated depreciation
and Impairment

Nei book amounl

Year ended 31 December 2006
Opeaing net boak amount
Additions

Transfers

Disposals

Depreciation

Impairment charges

Closing net book amoust

At 31 December 2006

Cosl

Accumulated depreciation
and impairment

Net bock amount

At 1 Janoary 2007
Opening net book amount
Additiens (Uazudiled)
Trarsfers (Unaudited)
Disposals (Unauvdited}
Depreciation {Unaudized)
Impairment harges {nate )
(Unaudited)

Closing net book amount
(Ungudited)

At 30 June 2607

Cosl (Unaudited)

Accumulaied depreciation
and impairment (Unaudited}

Ne1 book amount {Unavdited)

Plant and Motor {her Censtruction
buildings Machiners wehicles eqalpment -in-progress Total
RMB000 RMEB 000 RME'000 RMBE'000 RME'000 RAMBO00
2,841,258 5,454,156 Me.518 283986 102016 9,082,864
{706.968} (2.703.301) 224926 {183.705} - (3.513.900;
2.134.290 2.750.855 171,592 100.211 102016 3.261.964
2.134,290 1,750,855 171.592 100,211 102.016 5.263,964
16,714 108314 20.265 B 350,445 541,492
LNy 195,098 881 1,942 {229,040 -
(10.158) {13,247 (4991} (1.198) - (29.594)
{76.087) (366,719) (32.738) (38,036) - (513.580)
(33.494) (125,508) (4.686) — - {163,683)
2,092,402 2,540,193 150.325 86,b53 228421 5,098,594
2807.372 5,675,937 395,100 293,462 12842 9,505,292
(314,970 (3.135.144) {234,713) {211,809 — {4.406.698)
2.002.302 2.540.793 150,325 86,653 228,421 5.098.594
2492402 1.540.793 150325 86.653 218,421 5,098,594
3.8 46.612 16336 15,157 382981 483011
41721 126,523 1,630 8,357 {185.237) -
(14540 19.856) (1,575) 33} (45.949) 176.353)
(38,910 (179,291} {15,431 {17.445) - (251,097)
- (50,2040 - (2 - {50.206)
2185912 LANST 151,871 91,684 380,196 5,205,250
2,99478 5783574 400.859 315,398 380196 9,849,505
1863.506) (3,308.997) (248,988} (222,704 - (4,644,255)
2185912 2ANSTT 151871 92,694 380196 5,205,250

As at 30 June 2007. approximutely RMB39,586.000 (31 December 2006: RMB8335,800,000) of machinery
had been pledged as security for RMB2(3.000.000 bank loans of the Group (31 December 2006:

RMB16,000,000) {Note 13},

As at 30 Junc 2007, ownership certificates of certain buildings ("Buitding Ownership Certificates™) for
certain buildings of the Group with respective carrying values of approximately RMB272,152.000 (31
December 2006: RMB296,443.000) had not yet been obtained. After consultation made with the Company's
legal adviser, the Company’s directors consider that there is no legal restriction for the Group to apply for
and obiain the Buildings Ownership Certificates and Land Certificate and there will not be any significant
adverse impact on the operations of the Group. Accordingly, no provision for fixed assets impairment is

considered necessary.
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7. PROPERTY, PLANT AND EQUIPMENT (CONT'D)
Machinery includes the following amounts where the Group is a lessee under @ finunce lease:

As at

30 June
2007
RMRB'(100
(Unaudited)

Cost — capitalised finance leascs 12,823
Accumulated depreciation (73)

31 December
2006
RME'G00

Net book amount 12,750

The Group has entered into lease arrangements for the machinery which have substantially transferred atl
the risks and rewards of ownership of these equipment to the Group. Accordingly, the lease is classified as
a Ninance lease and it was capitalised at the lease’s commencement at the lower of the fair value of the

leased assets and the present value of the minimum lease payments.

Each lease payment is allocated between the liability and finance charges so us to achieve a
on the finance balance ouistanding, The corresponding rental obligations, net of finance

consianf rate
charges, are

included in other short-term and other long-term payubles. The interest element of the finance cost is
charged to the income statement over the lease period so as 10 produce a constant periodic rate of interest
on the remaining balance of the liability for cach period. The equipment acquired under finance leases is

depreciated over the sharter of the uscful life of the asset and the lease term,

Note a: The directors of the Company performed impairment ussessment on the carrying value of certain fixed
assets of the Group with impairment indicators as at 30 June 2007, As a result of such an assessmenl. an
impairmeat loss of approximately RMB50,000,000 relating to fixed assets of ene of the subsidiaries of

the Company, Tsingtao Brewery (Gunsu} Nongken Company Limiled which operates in

an un-mature

ecanomy envirenment, hud been recognised due 1o the decrease in markes demand of the products.
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15

INTANGIBLE ASSETS

The movements in intangible assets are as follows;

At 1 January 2006
Cost
Accomulated amortisation

Net heok amount

Year ended 31 December 2006
Opening net book amount
Additions

Amortisation

[mpairment charge

Clesing net book amouni

At December 2006
Cost
Accumulated amortisation

Net book ameunt

Six months ended 30 June 2007
Opening net book amount
Additions (Unaudited)
Amortisation (Unaudited)
Impairmen| charge (Unaudited)

Closing ne1 book amount
(Unaudited)

At 30 June 2007

Cost (Unaudited)

Accumulated amortisation and
impairment loss (Unaudited)

Net book amount (Unaudited)

{i) Trudemurks

Technology Software
Goudwill Trademarks (i)  know-how {ii) and Others Total
RMB 600 RME'060 RMB'000 KMH°000 RMB'000
320.228 107.778 18.629 37886 484.521
(46,330) (36.763) (12,442) (9.478) (105,033
273878 11,015 6,187 28,404 379,458
273878 11015 6.187 28.408 379,488
— 7.314 — 4,136 11,450
2914 (1.863) (2,607) (7.384)
(151,061) — — — (151.061)
122817 75,415 4324 29.937 232,493
320228 115,092 18.62% 42,022 495971
(197.411) (39.677) {14.305) (12,085) (263,474}
122,817 75415 4.324 24937 232,493
122,817 75415 4324 19937 232,493
— — — 2,793 2.793
- 207) (931) (1,468) (2.606)
— (8.001) — — (8.001)
122,817 67.207 1393 3L.262 224,674
320,228 107.091 18,629 441415 490,763
(197,411) (39,844) {15,236) (13,553) (266,084)
122,817 67,207 3.393 31,262 224,679

Trademarks mainly include the "TSINGTAQO BEER™ trademark which was injected by the founding
shareholders into the Company on 16 June 1993 ay their capital contributions. The recorded value of
the trademark was assessed based on the resulis of a valuation approved by the Siate-Owned Assets
Administration Bureau of the PRC,

Before 31 December 2006, the trademark has been amortised over a period of 40 years which was its
registration period with the State Administration for Indusiry & Commerce (“SAIC™),

During the period. the directors undertook a review of the estimated useful life of the trademark
according 1o the Group's accounting policy. After taking into consideration various factors including
the Group's long-term business strategy, the economic benefits that the wrademark can bring 10 the
Group, and the tack of any foreseeable legal limitation imposed on the period over which the asset can
generate cash inflows to the Group (the renewal of the registration with SAIC upon expiry will be
certain ul minimum cost), the directors conclude thut the trademark has indefinite useful life.
Accordingly, it is not subject to amortisation from the beginning of current period but it will be
subject to annual impairment assessment. This change in accounting estimate has increased the profil
before the tax of the Group for the six months ended 30 June 2007 by approximately RMB1.250.000.
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10.

INTANGIBLE ASSETS (CONT'D)

{i} Trademarks (Cont’d)

Other trademarks were acquired as a result of acquisitions of certain subsidiaries. They are amortised
over their estimated useful lives ranging from 5 wo L0 years. The costs of these intangible assets were
recognised according to their fair value ai the respective dates of acquisition.

(ii) Technology known-how
Technology know-how was injected by a minority shareholder of a subsidiary into that subsidiary

during its re-organisation. 1t was recorded ot a value agreed among a1l the shareholders of thut subsidiary
and s amortised over an cxpected period of inflow of economic benefits of 10 years.

INVENTORIES
As ot
30 June 31 December
2007 2006
RMB 000 RMB'000
(Unaudited)

Ruaw materiuls, packaging materials and auxiliary materials 1,430,772 1,356,430
Work-in-progress 231,225 198,506
Finished goods 185,143 139,070
1,847,140 1,694,006
Less: Write-down of inventories 1o net rcalisuble value (55,325 (52,687)
Inventories, net 1,791.815 1.641.319

The Group reversed approximately RMB3,146,000 of inventory provision set up in previous years during
the period, The reversal has been included as o reduction of cost of goeds sold in the income statement.

TRADE RECEIVABLES

As at
30 June 31 December
2007 2006
RMB'000 RMB'000

{Unaudited)

Trade receivables — third panies 303.718 268.184
Receivables from related parties 35,31 83,530
3,039 351,714
Less: provision for impairment of receivables (238.937) (250,534)
100,102 101,180
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10. TRADE RECEIVABLES (CONT'D)

1.

17

The aging analysis of trade receivables is as follows:

30 June 2007 31 December 2006
Provision Balance Provision Balance
for after for after
Amount had debts provision Amount bad debts provision

RMB 000 RMB'000 RMB 000 RMii 006 RMB'O0C RMB'000
{Unandited) (Unandited) {Unaudited)

Less than 1 year 107,042 {%,286) 97,756 96,349 (2,743} 96,606
1 to less than 2 years 1146 {1,328) 814 3,138 (2,021) 1.317
2 10 less than 3 years 10,625 (10,367} 258 10,578 (L0,346) 232
Over 3 years 219,226 (217,956) 1,270 238,449 (235,424) 3.0235
Total 339,039 (238,937) 100,102 351,714 (250.534) 101,180

The majority of the Group's domestic sales are transucted at cash on delivery terms. For export sales
outside of the PRC. they are mainly covered by letter of credit. Credit is only granted to customers with
geod credil history. There is no concentratien of credit risk with respect (o the wrade receivable balances
since the Group has a large number of customers which are nationally dispersed.

The net book value ol accounts receivable approximates its fair value as at 30 Junc 2007,

The Group makes specific bad debt provision against the doubiful trade receivable balances which are
determined based on the eredit history of the customers and the evidence of whether a poertion or the full
amount of the outstanding balance is uncollectible,

SHARE CAPITAL

As al 30 June 2007, the authorised registered share capital was RMB1,308,219.178 (31 December 2006:
RMB1,308,219.178) of RMB1 each.

30 June 2007 31 December 2006

Number of Number of
RMB'000 shares('600) RMB'O00 skares( '000)

PRC public shares subject
1o restriction {a) 417,395 417,395 417,395 417,395
PRC public shares (A Shares™) 235,755 235,755 235,755 235,755
Overseas public shares("H Shares™) 655,069 655,069 655,069 655,069
1,308,219 1.308.219 1.308,219 1.308,219

As at 30 June 2007, all issued share capital had been fully paid up.

(a) According te the sharcholding restructuring scheme approved in an A shares shareholders meeting in
Ociober 2006, the sharcholders of the State shares and PRC legal person shares {collectively defined
as the “Non Public Shares™) offered to the A shure sharcholders 35,755,495 shares of their shares and
u cash consideration of RMB48,000,000 in return for the conversion of the Non Public Shures into A
shares, subject to cerain disposal restrictions imposed that the shareholders of the Non Public Shares
sharcholders will not scll the shares which gain liquidity within a period of five years. In addition, the
Non Public Shares shareholders, being the Principal Shareholders ol the Company. also undertake to
appropriate 70% of the available profit of the Company as dividends for a period of 3 years,

Following the completion of the above transactions, Qingdao State Assets Supervision and
Administration Committee transferred its equity inierests held in the Company to its wholly owned
subsidiary, Tsingtao Beer Group Compuny (*TB Group Company™) and TB Group Company became
the substantial shareholder of the Company.
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12. OTHER RESERVES

{Unaudited)
Public  Cumulative

Share Capital Surplus wellare  translation Other
premivm reserve reserve fund  adjustments reserves
RMB'600 RMB 000 RMB'000 RMB'060 RMB"000 RMB060

Nore (a}

Balance at 1 Januvary 2006,

s previous reported 3,058,231 17,282 329,147 169,923 (981) 3,673,572
Opening adjustments for

the accounting policy

change {note 3) — - {209.576} — - (209.576}

Balance al 1 January 2006,
s restaled 3,058,231 17,252 119,571 269.923 (981} 3.463.996

Adjustments (o

appropriations —_ — 37492 — — 37492
Transfer {Unaudited) - — 269.923 {269.923) — —
Translation difference

(Unaudited) —_ -— — — 720 720

Batance at 30 June 2006
(Restated) 3.058,231 17,252 426,986 — (261) 3.502,208

Balance a1 | Janvary 2007,

as previous reported 058,231 65,753 669,637 - 3,005 1.796,626
Opening adjusiments for

the accounting policy

change {note 3) — —_— (236.20%) - — (236,20%)
Balance at | January 2007,
as restated 3,058,231 65,753 433,434 — 3005 3,560,423

Adjustmenls to

tppropriutions - — 43.287 — - 43,287
Transtatien difference

(Unaudited) - — - — Lo13 1,013

Balance a1 30 June 2007
(Unaudited) 3.058.13] 65,753 476,711 —_ 4,018 3,604,723

Nae;
{u)  Surplus reserve

According 1o the Articles of Association of the Company und the Company Law of PRC, the Company has 1o
set aside L0% of its net profit as determined in accordance with the PRC accounting stundards and regulations
uniil the reserve balance has reached 50% of the paid-up share capital of the Company. This reserve 1s not
distributable as cash dividends.

On 1 January 2007, the Company adopted the “Accounting Standards fur Business Enterprise (2006)”

of PRC ("CAS"). with retrospective application in its statutory accounts and the Directors made an
additional surplus reserve of approximately RMB43,287.000 as a result.
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13. BORROWINGS

3¢ June 2007 31 December 2006
Short-term Long-term Short-ierm Long-term
bank loans bank loans Total bank leans bank loans Total

RMB'000 RMA'000 RMB"O00 RMB 000 RMB'000 RMB'000
(Unaudited)  (Unaudited) {(Unaudited)

Bank loans
Repayable:
— Within 1 year 621470 1.882 623,351 599.745 2.162 601.909
— Between 2 and § years — 90,708 90,708 - 40,735 40,715
— Over § years — 12,506 12,506 — 12,534 12,534
| 621,470 105,096 726.566 599.745 55423 655.168
Less: Portion due within 1 year (621.470) {1.882} {623.352) (599.745) (2.164) {601,909)
Long-term portion — 103,214 103,214 — 53.239 53,259

' As at 30 June 2007, louns ol the Group amounting to approximately RMB15.386,000 and RMB7.710.000
were guaranteed by the Beijing Developmenit and Reform Committee and Bank of China, Beijing branch.
respectively.

As at 30 June 2007, approximately RMB 1.000.000 (31 December 2006: RMB1,000.000) of the loans of the
subsidiaries were guaranteed by the Company.

As at 30 June 2007, approximately RMB20.000,000 (31 December 2006: RMB16,000.000) of the Group's
loans were secured by machinery with an aggregate carrying value of approximately RMB39.586,000 (31

December 2006: RMB35.800.000).

The carrying amounis of the borrowings arc denominated in the following currencies:

As ut
30 June 31 December
2007 2006
RMB'000 RMB 000

(Unaudited)

RMB 259,540 200,108
Hong Kong dollar 63,080 41,202
USs dallar 330.8%0 390,435
Euro 15,362 15411
Danish Krone 7.694 8,012

726,566 655,168

All the loans of the Group are subject 10 the market interest rate changes except the loans dominated in
Danish Krone and Euro which are interest free.

The effective interest rates at the balance shect date for the loans dominated in RMB, HKS and USS were
6.76%, 4.88% and 6.17% per annum, respectively. The directors consider that the carrying amount of these
borrowings approximate their respective fair value as at 30 June 2007.

As of 30 June 2007, the Group had aggregate unutilised short term loan facilities of approximately

RMB2Z, 100,000,000 {31 December 2006: RMB2,100,000,000). AN are expiring within a year with floating
intercst rates to be charged on the amount to be drawn down.
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14, DERIVATIVE FINANCIAL INSTRUMENTS

As at 30 June 2007
Assets Liabilities
' RMB'O00 RMB 000
{Unaudited) (Unaudited)

Forward foreign exchange conracis - ineffective hedges —_ 6,265

In the opinion of directors. the forward contracts are non-speculative in nature and they are used as hedges
against the Company’s outstanding bank toan balances denominated in US dollars, However, as these
instruments are not qualified for hedging accounting under the requirements of HKAS 39, they were
recognised at fair value and the fair value change of approximately RMB2,516,000 relating to contracts
hetd and remained at open position as at 30 June 2007 were charged to the income statement as Other
gains/loss during the period.
15
|
]

. TRADE PAYABLES

As at
30 June 31 December
2007 2006
RMB'000 RMB 000
{Unaudited)
Trade payables 988,970 794,675

The ageing analysis of trade payables {including amounts duc Lo related parties) is as follows:

As al
30 June 31 December
2007 2006
RMB'000 RMB 060

(Unaudited)

Less than | year 964,450 725,458
I 1o less than 2 years 913 49.666
' 2 to bess than 3 years 15513 9917
’ Over 3 years (note 25(b)(iii) $.093 9.634

988,970 794,675

16. BILLS PAYABLE

All the bills payable balances of the Group as ul 30 June 2007 arc of maturity within aix months.
Approximately RMBI18,247.000 (31 December 2006: RMB16.391,000) of the bank deposits of the Group
denominated in Renminbi had been pledged for the issuance of these bills, and approximately
RME 123,949,000 (31 December 2006: RMB110.850.000) bills issued by the subsidisries as at 30 June
2007 were guaranteed by the Company.
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17. OTHER GAINS — NET

21

Derivative insiruments:
— forcign exchange forward contracts: transactions
not qualifying for hedge accounting
— realised gain on foreign exchange forward contracts
Interest income
Government grants’

Six months ended 30 June

2007 2006
RAMB'000 RMB 000
(Unaudited) (Unaudited)
(2,516) 5.139

(75) 2.897

9,440 8.630

40,671 25.679
47,520 42,345

In connection with the acquisitions of certain subsidiaries of the Group in prior years, the Group entered into

varicus agreements with the relevam municipal gevernments that these subsidiaries could enjoy certain financial
incentives granted by the governmenss. mainly including financial subsidies determined with reference to the

amounts of taxes paid by these suhsidiarics.

EXPENSES BY NATURE

Expenses included in cost of goods sold, selling and marketing costs and administrative expenses are

analysed as follows:

Changes in invenwories of finished goods and work in progress
Raw materials and consumables used

Employee bencfit expenses

Depreciation, amortisation and impairment charges
Transportation expenses

Advertistng costs

Utilities

Other expenses

Total cost of sales. distribution costs and administrative expenses

FINANCE COSTS

Interest on bank loans
Neit foreign exchange translation gains
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Six months ended 30 June

2007 2006
RMEB000 RMB 000
{Unaudited} {Unaudited)
(82.838) (74.984)
3,111,569 2,488,433
534,298 465.508
320,263 321.105
208,110 261,690
248,040 131.234
255340 236.890
1,751,027 1,572,465
6,345,809 5,402,341

Six months ended 30 June

2007 2006

RMB’ 000 RMB 000

{Unaudited) (Unaudited)

20,825 22,571
(9,409 {6.551)

11,416 £6.020




20. TAXATION

(a) Income tax expense

Six months ended 30 June

2007 2006
RME'000 RMB 000
(Unaudited) {(Unaudited)
Current income 1ax
— Hong Kong income tax (¢} 3,773 1,993
— PRC enterprise income (ux (i) 147,541 123,294
Deferred income tax (62) (12,311

(i

(ii)

151,252 112.978

Hong Kong income tax

Hong Kang income tax has been provided at the rate of 17,5% (2006: 17.5%) on the cslimated
assessable profit for the year.

PRC enterprise income tax (“EiT”}

EIT is provided on the cstimated assessable income of the year calculated in uccordance with the
relevant regulations of the PRC after considering all the available tax bencfits from refunds and
allowances.

In accordance with an approval document dated 1 8th April 1994 issued by the State Administration
for Taxation (“SAT™) of the PRC, net profit earncd by the Company is subject to EIT at 15%,
which is effective from the date of establishment of the Compuny and until there is further
changes of the relevant laws and regulations, Accordingly, the Company applied [53% EIT rate in
preparing the Interim Financial Statements.

Tsingtao Brewery {Xiumen) Company Limited (“Xiamen Company™} was approved as enterprises
with foreign investment and therefore, it is exempt from EIT for two years starting from the first
year of profit-marking after offsetling prior year tax losses, followed by a 50% reduction for the
next three consecutive years thereafter. 2007 is the fourth profitable year of Xiamen Company.
Aecordingly, EIT for Xiamen Comgany was provided at reduced rates of 7.5%.

Shenzhen Tsingtao Brewery Sales Company Limited, Shenzhen Tsingtao Beer Asahi Company
Limited, Huanan Holding Company Limited, Tsingtao Brewery {Zhuhai} Company and Dongnan
Sales Company Limited were established in Shenzhen, Zhuhai and Xiamen Special Econemic
Zones for the PRC where they conduct their operations. Accordingly, they are subject to EIT al a
reduced rate of 15%.

Other subsidiaries of the Group which are established and operating in the PRC are subject to EIT
at a standard rate of 33% based on their respective assessable income for the period.

On 16 March 2007, the 10th Nationut Peoples Congress of PRC approved the PRC Corporate
Income Tax Law (“CIT Law™), heing effective on | Janvary 2008, The CIT rate of the Company
und those subsidiaries without tax preferential treatments will be changed to 25% from then
onwards. Detailed measures and regulations on the determination of taxable profit, tax incentives
and grandfathering provisions for the tax preferential treatments will be issued by the Stale
Council in due course under the new CIT Luw. As and when the Stute Council announces the
additionul regulations, the Group will assess their impact, if any, and this change in accounting
estimate will be accounted for prospectively, In addition, on 5 July 2007, the Company became
aware of a notice which was issued by Stute Administration of Tax (“SAT™) in June 2007 (the
“Notice™) regarding the preferential tax treatment granted to nine state-owned coterprises listed
on Hong Kong Stock Exchange in 1993 (including the Company). According to the Notice, the
relevant local tax authorilies are required to immediately 1ectify the expired preferential tax
treatments adopted by the Company and tuke appropriate action on the differeaces of income
taxes cellected in prior years arising therefore in accordance with the applicable rules and provisions
under the Law on Tax Collection and Administration of the PRC. As of the date of approval of
these intcrim financial information, the tax authorities had not yet advised the Company their
assessment results on the lax position of the Company. The income tax expense will increase and,
the net profit for the period ended 30 June 2007 will decrease by approximately RMB73,289,000
if 33% of EIT rate is applied. Upon finalisation of the assessment with the tax authorities, the
Company would make any necessary adjustments to this estimate.
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20. TAXATION {(CONT’D)

21

22,

23

{b) Value-added tax (*VAT™)

According te “the People’s Republic of China Value-added Tax Temporary Regulations™ (“VAT
Regulations™}, the Group is subject to output VAT calculated at 17% of the domestic sales value of
tangible goods. In addition, it is subject to a refund of 13% on its export sales of products based on an
“exempt. ¢redit. refund” policy enacted. The Group alse pays input VAT on its purchases of raw
materials and auxiliary materials which is deductibte against output VAT on i1s sales in arder to arrive
at the net VAT amount payable 1o the PRC government.

Consumption tax

Beers production, manufacturing consignment and beer product importation activities undertaken by
the Group are subject to consumption 1ax in the PRC. For beer with an ex-factory price (including
packaging materials and reluted deposits) of RMB3,000 or abeve per 1on, the consumption tax is
RMB250 per ton, For all other beer sold below that price, the consumption tax is levied at RMB220
per ton.

EARNINGS PER SHARE

The basic earnings per share is calculated by dividing the profit attributuble 10 sharehelders of the Company
by the weighted aversge number of ordinary shares in issue during the half-year, excluding ordinary shares
pusrchased by the Company and held as treasury shares.

Six months ended 30 June

2007 2006

(Unaudited) (Unaudited}

Profit attributable to share holders of the Compuny (RMB'000} 348,436 212,743
Weighted average number of ordinary shares in issue fthousands) 1,308,219 1,308,219
Basic earnings per share (RME per share} 1266 0.163

The diluted earnings per share information was the same as basic for 2007 and 2006 as there were no
dilutive potential ordinary shares as of 30 June 2007 and 2006.

DIVIDENDS

During the period, a final dividend for 2006 amounting to RMB287,808,000 (dividends per share: RMB0.22)
were gpproved in Annwal General Meeting held on 8 June 2007, The Board of Directors do not recommend
the payment of an interim dividend for the period (30 June 2006; nil),
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23. CONTINGENCIES

(a)

(b)

Pursuant to certain policies for housing reform issued by the State Council and Qingdao Municipal
Government in 1998, the policy of allocating staff quarters by the Company as welfare benefits of its
employees was terminated. In Teplucement, qualificd employees are to be compensated in the form of
monectary housing subsidies. As w1 30 June 2007, no formal plan had yet been developed by the Group
und no plans had been announced by the Group 1o their employees in respect of the arrangements.
After obtaining the relevant legal advice, the Company's hoard of directors is of the opinion that the
Group had no obligation to make any payment or provision for such monetary housing subsidies as at
30 June 2007 and there is no reasonable basis to accrue for any potential liubilities.

As at 30 June 2007, the Group had provided guaraniee of RMB 135,000,000 in favor of an associate of
the Group for its bank loans.

24. COMMITMENTS

(a}

Capital and other commitments

The Group's commitments relation to construction of fixed assets and other activities which were
contracted but not provided for are as follows:

As i
30 June 31 December
2007 2006
RMB'000 RMB'000
(Unaudited)

1,154,221 981,819

(b} Operating lease and other commitments

As at 30 June 2007, the Group had Tuture aggregate minimum lease payments under non-cancelable
operating leuses of land and buildings as well as other commiunents associated with its operating
activities as follows:

As at
30 June 31 December
2007 2006
RMB’ 000 RMB'O0G
{Unaudited)
Nozt later than one yeur 3,248 343
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25. RELATED PARTY TRANSACTIONS

25

Parties are considerced to be related if one company has the ability, directly or indirectly, to control the
other company or exercise significant influencc over the other party in muking financial snd operating
decisions. Parties are also considered to be related if they are subject to common control or common
significant influence.

(a) The following major transactions were carricd out with related parties in the half-year:

Six months ended 30 June

2007 2016
RMB'000 RMB'000
{Unaundited) (Unaudited)

Purchases from related companies
— Associates 45 146
— Tsingtao Beer Construction Co., Ltd.{“TBC™) — 458
— Tsingtao Beer Advertising Co., Lid. 67 —
112 604

Sales to relaled companics

— Associates 107,993 132,011
— Tsingtao Beer Industrial Co.,Ltd. — 2,465
— Tsingtao Beer Advertising Co., Ltd. 249 —

108,242 134,476

Canstruction services provided to the Group
— TBC 2,251 1.560

Logistics services provided to the Group (including paid
on behalf)
— Associales 132,345 78,355

Guarantee provided for the Group’s bank loans
— Tsingtao Beer Group Company — 4,344

Guarantee provided in favour of the Group’s receivables
— Tsingtao Beer Group Company — 35.893

Guarantee provided in favour of an associate of the Group
— Tsingtao Beer and Asahi Beverage Co Lid 24,000 24,000

Interest paid 1o
— Tsingtao Beer Group Company 1,780 1.634

All the above transactions with related parties were carricd out based on terms agreed between the
Group and the related companies.
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25. RELATED PARTY TRANSACTIONS (CONT'I})

(b) As at 30 June 2007, the Group had the (ollowing significant current account balances maintained with

reluted parties:

(i} In October 2003, a subsidiary of the Company, Tsingtao Brewery (Hong Kong) Trading Company
Limited (“Hong Kong Company™) entered into a loan agreement with A-B Company that Hong Kong
Company borrowed a loan of USDS$15,000,000 (equivalent to approximately RMB114,233,000) (the
“Loan™) from A-B Company. The Loan is interest-bearing at 1% per annum, unsccured and repayable

within 5 years. The Company has undertaken to guarantee the repayment of the Loan.

(i) As at 30 June 2007, the Company had extended advances and loans, amounting to upproximately
RMB2,522,923,000 (31 December 2006: RMB2,759,788,000) to subsidiaries through entrusted loan

: 30 June 31 December
2007 2006
RMB 000 RMB 000
(Unaudited)
Included in:
Trade receivable and other long-term assels accounts
— Assaciates 64,984 89,738
— OCrther related parties 3 337
Deposits, prepayment and other receivables
— Associstes 2970 5.052
— Other related parties 11,724 11,949
Other payables and long-term puyables
— Anhcuser-Busch Companies, Inc {(*A-B Company™) (i) 114,233 117.131
— Associates 3,005 378
— Other related parties 19,169 21,243
Sales deposits
— Associates 147 307
Short-term loans from
— Tsingtao Beer Group Company 65,000 65,000

arrangement made with hanks in the PRC,

, Except for the balunces mentioned in notes (i) and {ii) above, the Group’s current balances maintained with

: related parties are all unsecured, non-interest bearing and with no fixed repayment terms.

(iii} The Group had reached a scttlement agreement jointly with a customer and a related company
(collectively “the Debtors™) in 2001 in connection with an aggregate outstanding receivable balance of
RMB 105,000,000 (the “Debts™) due from (hem. TH Group Company had also undertaken to guarantee

the repayment of the outstanding balance.

In 2007, one of the Debiors determined 1o cease business and the outstanding debt due to the Company.
as apreed by the Company, was scttled through the transfer of equity interests in the debtor by its
owner 1o the Company. The dircctors of the Company had made an assesament as to the recoverable
amount of the Debts bused on such urrangements and considered that appropriate impairment loss
provision has made in the financial stutements as at and for the yeur ended 31 December 2006. Due 1o
the above changes. the Group also gave its consent for TB Group Company to withdraw its indemnity.

As at 30 June 2007. RMB71,140.120 has been collected in cash or recovered by the transfer of the
cquity interest as described above, and the remaining outstanding balance ol appreximately

RMB33,900,000 had been fully provided for in prior years.
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RELATED PARTY TRANSACTIONS (CONT’D)

(c) Kcy management compensation
Six moenths ended 30 June

2007 2006

RMB'000 RMB'000

(Unaudited) {Unaudited)

Basic salaries. allowances and benefits-in-kind 1.704 1.605
Retirement fund contributions 140 121

1,844 1,726

Key management personnel are those persens, in total 15 individuals, havirg authority and responsibility
for planning. directing and controlling the activitics of the Group, including directors and other senior
management.
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TSINGTAO BREWERY COMPANY LIMITED

SUPPLEMENTARY INFORMATION

RECONCILIATION OF DIFFERENCES BETWEEN PRC GAAP AND HKFRS

The Group has preparcd a separate set of financial information for the period ended 30 June 2007 in accordance
with the “Accounting Standards for Business Enterprise (2006)” and relevant regulations ("PRC GAAPT) for

sharebolders of A shares of the Compuny.

Differences between PRC GAAP and HKFRS give rise to differences in the reported balances of assets, liabilitics
and net profit of the Group. The financial effects of the material differences hetween PRC GAAP and HKFRS

are summarised and expluined in the foltowing table:

Impact on the consolidated net assets:

Net assels as per accounts prepared under PRC GAAP
HKFRS adjustments:
Miscellaneocus insignificant adjustments

Net assets attributable 1o the Company’s shareholders as per
financial stitements prepared under HKFRS

Tmpact on the consoliduted net profit:

Net profit under PRC GAAP

HKFRS adjustments:

Additional depreciulion charges arising from differences in accounting
of assets valvation under PRC GAAP and HKFRS

Others

Profit attributable to sharcholders of the Company under HKFRS

As at
30 June 31 December
2007 1006
{Unaudited)
5.308.207 5.228.197

5,308,207 5,247,429

Six months ended 30 June

2007 2006

{Unaudited) (Unaudited)

366,806 216851
{18.434) (366)
{79%) (3.742)

347,573 212,743
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MANAGEMENT DISCUSSION AND ANALYSIS
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REVIEW OF THE OPERATIONAL RESULTS IN THE FIRST HALF OF 2007

In the first half of 2007, the national beer market continued the trend of rapid growth with beer output
reached 187.1 million hl, representing a y-o-y growth of 16.2%. During the reporting period. the accumulated
beer sales volume eof the Company reached 25.5% million hl, representing a y-o-y growth of 12.4%.
Calculated in accordance with the Hong Kong Financial Reporting Standards, sales income reached
RMBG6,739 million, with a y-0-y growth of 16.9%: the profil attributable to sharebolders was RMB348
millien with a y-¢-y growth of 63.4%. These continted 10 show a good development trend of increase in
profit higher than that of sales income, and increase in sales income higher than that of sales volume.

Tn the first half of the year. the Company further continued to deepen i1s organizational reforms and 10
raise the collaborative ability of value chain under the Company™s annual guidelines. The operation efficiency
of the factory improved significantly and the major performance indicators realized rapid growth. Through
carrying forward the strategic brand development of *1+3" (the main brand of Tsingiao Brewery plus three
sub-brands), the Company continued to optimize its brand and product structures and digested the production
pressure on the Company cuused by rise in the prices of ruw materials and packaging materials. The sales
volume of the top four brands reached 19.04 million hl, representing a y-o-y growth of 24.6%. Among this. the
main brand of Tsingtao Brewery recorded a sales volume of 9.09 million hl, tepresenting a y-o-y growth of
17.9%. The adjustments and optimization of product structure enabled the continwous increase in the
Company's revenue from kiloliter beer, realizing an increase of 3.9% in the first half of the year as
compared to the same period last year.

The large scale television activity “Tsingiao Brewery And CCTV: Love The Country and [ts Cities —
Introducing the Famous Cities in China to the World®™ (¥ £Y M 56 CCTV 40 IR I BY {71 75 00 {1 52 4 & Y10
Bl 43 #E) jointly organized by the Company and CCTV was launched in the first half of the year, taking
Olympics teavel as its main line and the participating citics as the plutforms; the activity was aimed at
continuously enhancing the value and market influence of the Tsingtao Brewery brand. At the same time.
the Company proudly lzunched its first sport product “EX ¥ ™ beer during the first half of the year. Buili on
the concepts of youth, fashion, energy and health and brewed with advanced brewing technology, the
produci features of low alcohol and low calorie. It is expected that it would become the new market growth
peint for the Company. The Company implemented u series of (lympics sales and prometional activitics
based on the marketing therse “Passion and Fervor of the Olympies” in the different regionat markets, This
further consolidated the international, authentic and classical image of Tsinglao Brewery, continuing to
broaden its market influence.

MAJOR FINANCIAL ANALYSIS
Expenses for the Period

In the first half of 2007, the sales and marketing expenses of the Group were RMB1.336 billion, representing
an increase of RMB270 million from RMB1.066 billion of the corresponding period last year, mainly
representing the increase in advertisement expense for Olympic sales and brund promotien and the increased
market investment in the reporting period.

In the first hatf of 2007, the administrative expenses of the Group were RMB271 million, representing 3
decrease of RMB 102 million from RMB373 million of the corresponding period last year, mainly due to
(1) hedge-back of the wellare expense balance of approximately RMB46 million during the reporting
period: (2) crediting the soctal insurance cxpense which had been originally credited into the management
expense into the items of relevant costs and sales costs during the reporting period, the affected amount
was appreximately RMB64 million, Taking off the effects of the above two factors, the administrative
expenses in this ceporting period was approximate to the corresponding period last year.

During the first half of 2007, the financial cxpenses of the Group were RMB11.42 million. representing a

decrease of RMB4.6 million from RMB16.02 million as compared with the corresponding period last year,
mairly due to the exchange pain arising from the appreciation of renminbi.
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Liquidity of Assets

In the firss half of 2007, the net cash inflow from the operating activitics was RMB1.381 billion, representing
an increase of RMB115 million as compared to the corresponding period last year. Among this, cash from
sales was RMB7.837 billion, representing a growth of RMB764 million as compared with the coreesponding
period last year, mainly due 10 the growth in sales in the reporting period: cash payment for merchandizing
and receiving workforce was RMB4.492 billion, representing an increase of RMBS551 million over the
corresponding period lusl year, mainly due to an inerease of merchandizing productive materials caused by
a growth in product sales during the reporting period,

Borrowings

In the first half of 2007, in relation 1o the need to comstruct plants by Tsingtao Brewery Yulin Company
Limited, a subsidiary of the Group under establishment. three loans in the tetal amount of RMBS50 million
with a term of five years bearing an interest rate of 5.51% were borrowed from the Xian Lianhulu Branch.
Construction Bank of China,

Investments

In the first half of 2007, the Company provided the entive capital of RMB 150 million to establish Tsingtao
Brewery (Chengdou) Company Limited and increased its funding in its wholly-owned subsidiary. Tsinglao
Brewery (Jinun) Company Limited, 10 RMB120 million, adding its registered capital up to RMB200 million.
The above project is expected to be completed und commence production in the first half of 2008 with an
increase in annual production capacity of 4 million hl.

Material Acquisitions or Disposals

Buring the reporting period, there was no material acquisition or disposal of any of the Company’s subsidiary
and associated compiny.

Deht to Equity Ratio

Ax at 30 June 2007, the Group's debt to equity ratio was 1.91% (30 Junc 2006: 0.46%). The debt to equity
ratio is calculated by: the aggregate smount of long term loans divided by the sum of the aggregate amount
of fong 1erm loans and the inerests attributable to the shareholders of the parent company.

Pledge of Assets

As at 3¢ June 2007, plants and equipment of the Group amounting to approximately RMB39.59 million (31
December 2006: RMB35.80 million) were pledged to secure bunk loans of the Group in the amount of
RMB20 million (31 December 2006: RMB [6 million).

Exchange Risk

Since barley, the raw material wsed for the Group’s major brand production currently, is to a great extent
dependent on import, changes in exchange rate will indirecily affect the ruw material price und in turn the
Group's profitability.

Staff
As at 30 Junc 2007, the total number of stalf was 28,067 persons.

The remuneration policy of the Compuany was established on the principles of “remuneration shull be
determined with reference to position™ and “incentive shall be determined with reference to performance™,
and was in linc with market pructice. The Company set a reasonable range of the amount of emoluments
with reference to market rate and adepted such range in a flexible manner. provided suitable welfare
package 10 its staff in accordance with the relevant laws and regulations of the State. It also locused on
statf's progress and development, In addition, the Company provided necessary training 1o its staff according
to the development of the company, the requirement of staff's duties and their personal career development.
As 1 30 June 2007, the Company did not establish any share option scheme.

Save as disclosed above, other material inancial information in the reporting period are set out in notes to
the financial statements. The Company did not have any other material chunges required to be disclosed
pursuant to rule 32 of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limired (“Listing Rules™).
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OUTLOOK FOR THE SECOND HALF OF THE YEAR

In the secend halfl of 2007, the Company will carry through the working principles and (oci laid ourt at the
beginning of the year. It will continue to deepen its organizational reform efforts in order 10 realize the
best optimization of collaboration between the Company's headquarters and regional sales companies, and
1o adjust the product strecture continuously with the aim of offseling the adverse impact of rising production
costs. Al the same time, it will concentrate its resources o facilitate breakthroughs in the regional markets
to ensure the accomplishment of the whole-yeur operational objectives of the Company.

SIGNIFICANT EVENTS

[+

K1

Dividend

The Company will not distribute interim dividends for the 6 months ended on 30 June 2007 pursuant to the
provisions in the articles of associution of the Company.

The Company had not been involved in uny material litigation or arbitration during the reporting period.

Under the “Entrusted Operation and Management Agreemeni” and the relevant supplementary agreements
entered into between the Company and Tsingtae Brewery Group Company Limited (“TB Group Company™),
the Company continued to manage the TB Group Company’s 80% stake in Tsingtao Brewery (Yangzhou)
Company Limited ("Yangzhou Company™) as its custodian in the reporting period, and included it into the
consolidatien scope of the financial statements. Besides thut. the Company has no other custody matter.

Tsingtuo Brewery No.5 Company Limited ("TB No.57), a conirolling subsidiary of the Company, provided
guarantee for the extension of the RMB24 million credit facilities provided by domestic commercial bunks
to Qingdao Tsingtao Beer Asahi Company Limited, in which TB No.5 has a 40% stake. The guaraniee
periad lasts for 12 months starting Trom 16 July 2006 to 15 July 2007, Apant from this, all of the guarantees
provided by the Company 1o third partics during the reporting period were made for bank loans and current
borrowings for its subsidiaries which have been approved by the Bouard of Directors of the Company.

The State-owned Assets Supervision and Administration Commission of the People’s Government of Qingdao
("SASACQ"), the Company’s original controlling shareholder, has transferred 399,820,000 state-owned
shures of the Company, which were registered under its name, to the TB Group Company at nil consideration.
Such transfer has been approved by the State-owned Assets Supervision and Administration Commission of
the State Council. The TB Group Compuny has been granted by the Hong Kong Securities and Futures
Commission and the China Securities Regulatory Commission ("CSRC™) a waiver from its obligations to
make a general offer in relmion 1o the transfer. The procedures of the transfer was completed on 4 April
2007. For details of the transfer, please refer to the announcements published in the People’s Republic of
China (*PRC"} and Hong Kong on 6 February, 27 March and 11 April 2007,

Gn 5 July 2007, the Company noticed in the reports in the news media in relation to the notice issued by
the State Administration of Taxation demanding the relevant local tax autherities to immediately rectify the
expired favorable income tax policy which was still applied to the nine overseas listed compantes listed in
1993, The differences in income tax resubted from the application of the expired favorable income tax
policy in the previous years should be dealt with in accordance with the relevant regulations of the “Law of
the People’s Republic of China Concerning the Administration of Tux Collection”. As such, the Company
published an announcement on the websites of the stock exchanges in the PRC and Hong Kong and in the
PRC newspapers on 6 July 2007. As at the date of this repory, the Company has no1 received the notice of
income tax rate adjusiment by the tax awthorities. Therefore, the Compuany continues to apply the income
tax rate of 15% during this reporting period, which is the same as the last financial year, The Company is
also aware that some companies have rcecived notification of tax rate adjustment from the local tax
authorities. and the Company will continue to communicate closely with the tax wuthorities und evaluate
the potemiial financial impact on the Company as a resull from this (see possible impacts as set out in the
notes to the financial report). The Company will issue further unnouncement s und when approprismte after
the 1axation policy becomes clear.

Shareholders of the Compuany and potential investors are advised to exercise caution when dealing in
the securities of the Company.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES

CHANGES

The Company and any of its subsidiaries did not purchase, sell or redeem any listed securities of the Company
during the reporting period.

IN SHARE CAPITAL AND SHAREHOLDINGS OF
PRINCIPAL SHAREHOLDERS

CHANGES OF SHARE CAPITAL

{13 Shareheldings of top 10 sharcholders

Increase/ decrease

Sharcholder’s name

T8 Group Company

HKSCC Nominees Limited
A-B lude Hong Kong Holding
Co.. Ltd. (*A-B Hong Kong™}
Law Dcbenture Trust (Astu) Limited
{“Trustee™)
National Social Seceurity Fund 103
China Jiunyin Investment Limited

National Social Security Fund 103

National Social Sceurity Fund 102

MENH RN ED
(Yinhua Thematic Wealth Equity Fund)

SRABREMBRTOHENILE
(Bank of Communications Schroder
Select Equity Fund)

within the
reporting period

0

267,000

[}

There were no changes in the total number of shares during the reporting period,

Total

CHANGES OF SHAREHOLDINGS OF PRINCIPAL SHAREHOLDERS

As at 30 June 2007, the total number of shareholders of the Company was 36,087, According 10 the
information publicly available to the Compuny. and within the knowledge of the Directors of the Company,
the Company has complied with the requirements of the Lisring Rules and maintained a sulficient public
floal of over 25% of the issued share capital.

number of Percentage Class of

shares held

199,820,000

295,532,373
261,643,836
91,575,342

18,795,479
17,574,505

14,010.962
12,241,297

10,387,744

8.600.000

(%) shares

30.56 A-share
with sales
restriction

22.59 H-share

20,00 H-share

7.00 H-share

1.44 A-share
1.35 A-share
with sales
restriction
1.07 A-share

0.94 A-share

0.79 A-share

0.66 A-share
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(2} Sharcholdings of top 10 shareholders of shares without sales restriction

Number of
shares held without
Shareholder’s name sules restriction Class of shares
HKSCC Nominees Limited 295,532,373 H-share
A-B Jade Hong Kong Holding Co., Ltd. 201,643,836 H-share
Law Debenture Trust (Asia) Limited 91,575,342 H-share
National Social Security Fund 108 18,795,479 A-share
National Social Security Fund 103 14,010,962 A-share
National Social Sccurity Fund 102 12,241,297 A-share
METHEARERELHTEEDE
(Yinhua Thematic Wealth Equity Fund) 10,387,744 A-share
THMERBHBETEHLENE
(Bank of Communications Schreder Select Equity Fund) §,600.000 A-share
P EE MR A IR NEMLR
(Zhonghai Energy Strategy Mixed Securities Fund) 6,999,786 A-share
(Bt Y R Y Y o R ¢ E 5
(UBS SDIC Core Companies Equity Fund) 6,899,764 A-share

Explanation for the connected relationship
or acting in concerl relationship among the
above sharcholders

Anhcuser-Busch Companies, Inc. (“A-B Company™)
helds 261.643.836 H-shares through its wholly-owned
subsidiary A-B Hong Kong. The Trusiee is arranged
under the entrusted voting to hold 91,575,342 H-
shares, and undertakes such voting right under the
written instruction of the TB Group Company, while
the financial interests including the dividends, profit
distribution and payments delivery of these shares are
[ll'()L'CSSCd under instructions of A-B Cnmpﬂny.

Save as aforesaid, the Company is unaware if there is
any other connected relationship among the top 10
shareholders or if they are parties acting in concert.

Note: The H-shares held by HKSCC Naminees Limited were held en behalf of various clients,
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(3) Substantial sharehalders of H-share

Save s disclosed below, the Directors of the Company are nol awure of any persons ather thun a
Director or Supervisor or Chicel Executive of the Company or his/her respective assoctate(s} who, as at
30 lune 2007, had an imerest or short position in the shares and underlying shares of the Company
which was recorded in the register tv be kept under section 336 of the Securities and Futures Ordinance
(Cap. 571, Laws of Hong Keng) ("SFO™):

Number Asa Asa
of shares/ percentage percentage
Class of underlying  of the entire of all
Name Nature shares Capacity Note shares  issued capital H-shares
SASACQ Long Pasition A-share Corporate i 199.820.000 10.56% NA
A-shares
Long Pasition H-share Section 317 12 3153219178 21.00% 5192%
Agresment H-shares
A-B Company Long Position H-share Corporate/ 11 353219178 21.00% 3392%
Beneficiary H-shares
of a lrust
Leng Position A-share Section 317 ! 399,820,000 30.56% N/A
Agtecrient A-shares

Notes:

{13 An undertaking agreement (“Undertaking Agreement”) between SASACQ and A-B Company dated 21

Ociober 2002 constitutes an agreement under section 317 of the §F0. For the purposes of the duly of

disclosure, in the case of an agreement to which section 317 applies. each party 10 the agreement is

deemed to be interested in any shuares comprised in the relevant share capital in which any other party 10

the agreement is interested apart from the agreement. According to the Novation Agreement in respect of

an Undertaking Agreement dated 21 October 2002 signed beiween SASACQ, A-B Company and the TB

Group Company on 19 April 2007, all rights and obligations of SASACQ under the Undertaking Agreement

| have been novated to its wholly-ovwned subsidiary, the TB Group Company. All of the atoresuid A-shares

I held by SASACQ were also transferred to the TB Group Company on 4 April 2007, For 1he details of the

' transfer of shares, please refer Lo the unnouncements published in the PRC und Hong Kong on 6 February,
27 March and 11 April 2007,

{2) The 353,219,178 H-shares which were deemed to be interested by A-B Company were held by i
wholly-owned subsidiaries. Of which, 91,575,342 H-shures were allotted to a voting trustee pursuant 10
the Voring Trust Agreement.

(3) For the latest disclosure of interests filings for the Company’s substantial sharcholders, please refer 10
the “Disclosure of Interests” section on the website of Hong Kong Exchanges and Clearing Limited
("HKEx™) (www.hkex.com.hk).
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SHAREHOLDINGS OF DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVE

1. During the reporting period there were some changes in the number of shares held by the following
Supervisors and senior management of the Company:

Reduction of

Number of number of Number of

shares held of shares shares held
al the beginning held during al the end Reason
Name Position of the Year the Perind of the Perind for changes
FAN Wei Chief Brewer 4,576 1.100 3476 Sold through
HUANG the trading system
Zu Jiang Supervisor as Sold through
Staff Representative 9,430 2,330 7.100 the Lrading syslem

Save as aforesuaid, there were no changes of the Company’s shares held by Direclors. Supervisors and
senior management of the Company during the reporting period. As at 30 June 2007, Mr. SUN Ming Bo
held 1,840 shares of the Company; Mr. LIU Ying Di held 5,894 shares of the Company: Mr. ZHANG Xue
Ju held 1,179 shares of the Company: and Mr. CAO Xiang Dong held 2,358 shares of the Company, All
shares held by the above persons are listed A-shares.

Save as disclosed above, as a1 30 June 2007, none of the Directors, Supervisors, chief executive of the
Company and his/her respective associate(s) had any intercsts and short positions in the shares, underlying
shares and debentures of 1he Compuny or its associaied corporations (as defined in Parl XV of the §F0)
which were recorded in the register required to be Xept under section 352 of the SFO or otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited (“Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of Listed fssuers ("Model Code™) as set out in Appendix 10
of the Listing Rules.

The Company and its subsidiaries have not entered into any arrangements during the reporting period to
enable any of the Directors, Supervisors and chict exccutive of the Company to acquire henefits by means

of the acquisition of shares of the Company.

For the lutest disclosure of interests filing for the Compuny's Directers and Svpervisors, please refer to the
“Disclosure of Interests™ section on the wehsile of the HKEx (www.hkex.com.hk).

MODEL CODE

The Company has adopted the Model Code and the Administrative Regulations of the Company’s Shares held by
Direciors, Supervisars and Senior Munagemenr of the Company und ity Changes formulazed by the Company as
its codes of conduct and standards in respect of securities transactions by the Directors. Specific enquires were
made with all Directors who had confirmed that they had complied with the Mode! Code and its codes of
conduct and standards regarding Director’s securities transactions at all applicable times during the reporting
period,

COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE
PRACTICES AND OTHER CORPORATE GOVERNANCE MATTERS

The Company continued to perfecs the corporate governance structure and regulate the Company’s operation in
strict compliance to the Company Law of the People's Republic of China, the Securities Law of the People’s
Republic of China, and the relevant regulations of the CSRC and the requirements of the listing rules of the
Shanghai Stock Exchange and the Swock Exchange. The Company has complied with the code provisions set out
in the Code on Corporare Governance Practices in Appendix 14 of the Listing Rules during the reporting
period.
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During the reporting period, upholding the principle ol seeking wruth from facts, the Company has compured the
corporate governance sitwation of the Campany pursuant 1o the requirements of Notice on the Matters Concerning
Carrying out a Speciel Campaign to Strengthen the Corporate Governance of Listed Companies by CSRC, and
has undertaken critical sell-assessment and formulated the Company's Self-Assesament Repart of the Special
Activities of Strengthening the Corporate Governance and the Reform Planning that has been passed at the
Fifth Board Provisional Meeting. It was disclosed on 29 June 2007 in the Compuny's designated newspapers for
information disclosure and the websites ef the Shanghai Stock Exchange and the HKEx for monitoring and
comments by the public. Satisfactory resulls were achieved. Meanwhile. for the purpose of this special corporate
governance activity, the Company has revised the Administrative System for information Disclosure of the
Company and the Administrative Regulations of the Commpany’s Shares held by Directors, Supervisors and
Senior Management of the Company and its Changes.

REVIEW OF THE UNAUDITED INTERIM REPORT

The Audit and Finance Commitice of the Bourd of Directars of the Company has reviewed the unaudited 2007
[aterimy Report of the Company.

Qingdao. the PRC
27 August 2007
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